Video update

In late September, portfolio manager Nick
Purves recorded a video update for the Doceo
investment trust platform. Nick provides an
update on recent performance, current
strategy and an outline of the investment
case for two of the portfolio’s core holdings,
ITV and Vodafone. He also reiterates the
enduring attractions of the potential
long-term opportunity that lies ahead for
Temple Bar, by investing in increasingly
attractively valued UK equities.

You can find the recording on the Temple Bar website
by following the link below.

https://www.templebarinvestments.co.uk/video-update-october-2022/

Temple Bar
in the media

Positive media coverage of Trust
continued during the latest
quarter, with an appearance from
Ian Lance on CNBC, and mentions
in Investors’ Chronicle, FT Adviser,
Citywire and Investment Week,
amongst other publications.
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Half-year report

Temple Bar’s half-year report for the six months
ended 30 June was released on 19 August 2022.
Shareholders should already have been notified
of this, but you can download a copy of the report
from the documents section of our website
(www.templebarinvestments.co.uk) or request a
copy by emailing us at TempleBar@Redwheel.com.

A VE

How investors need to prepare for the

next stage of equity market growth
= FT Adviser

Oil's well at Temple Bar
as Shell, BP power
dividendrise

- Citywire Investment Trust Insider

UK shares already reflect recession
risks so are ‘compelling’, say Temple
Bar managers -Proactive Investor
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The Temple Bar portfolio
Data as at 30 September 2022

Top 10 equity holdings (%)
BP 8.65
Shell 8.58
Pearson 5.94
Standard Chartered 5.56
TotalEnergies SE 5.56
NatWest 5.17
Anglo American 4.96
Centrica 4.75
Marks and Spencer 4.07
Royal Mail 3.56
Total 56.8
Sector analysis Financial data
Total Assets (Em) 734.03
Share price (p) 200.5
Energy NAV (p) (exincome, debt at mkt) 208.0
Premium/(Discount), Exincome (%) -3.75
NAV (p) (cum income, debt at mkt) 211.6
(EAETAA Premium/(Discount), Cum income (%) -5.53
Historic netyield (%) 4.16
Net gearing (%) 7.13
Communication Services Dividend history
Type Amount(p) XDdate Paydate
2ndinterim 2.30  10.09.22  30.09.22
Materials 1stinterim 2.05 10.06.22 30.06.22
4thinterim 2.05 11.03.22 31.03.22
3rdinterim 195 10.12.21 31.12.21
COnEImeHDIRCe oA Performance (total return)
Cumulative returns (%)
Share NAV FTSE
Industrials price All-Share
1 month -6.8 -7.3 -5.9
3month -7.0 -5.9 -3.4
i 1year 2.2 -6.0 -4.0
Utilities 3year 95  -105 24
Syear -6.5 -1.0 11.3
10year 52.2 62.3 79.5
Information Technology
Rolling 12 month returns (%)
Share NAV FTSE
Consumer Staples price All-Share
30.09.21-30.09.22 -2.2 -6.0 -4.0
30.09.20-30.09.21 68.3 58.0 27.9
h val 30.09.19-30.09.20 -45.0 -39.7 -16.6
Sashiseduyalonts 30.09.18-30.09.19 37 2.0 2.7
30.09.17-30.09.18 -0.4 2.0 5.9

Important information

Past performance is not a guide to the future. The price of investments and the income from them may fall as well as rise and investors may not get
back the full amount invested. Forecasts and estimates are based upon subjective assumptions about circumstances and events that may not yet

havetaken place and may neverdo so.

Noinvestmentstrategy orriskmanagementtechnique can guaranteereturnsoreliminaterisksinany marketenvironment. Nothinginthisdocument
should be construed as advice and is therefore not a recommendation to buy or sell shares. Information contained in this document should not be
viewed asindicative of future results. The value of investments can go down aswell as up.

Thisdocumentisissued by RWC Asset Management LLP (Redwheel), inits capacity asthe appointed portfoliomanagerto the Temple Bar Investment
TrustPlc. Redwheel, is authorised and regulated by the UK Financial Conduct Authority and the US Securities and Exchange Commission.

Redwheelmayactasinvestmentmanageroradviser,or otherwise provide services,to more than one product pursuingasimilarinvestment strategy
or focus to the product detailed in this document. Redwheel seeks to minimise any conflicts of interest, and endeavours to act at all times in
accordance withits legal and regulatory obligations as well as its own policies and codes of conduct.

This articleis directed only at professional, institutional, wholesale or qualified investors. The services provided by Redwheel are available only to such
persons. Itisnotintendedfordistributiontoandshould notberelied onbyany personwhowould qualifyasaretail orindividualinvestorinanyjurisdiction
orfordistributionto, oruse by, any person orentityin any jurisdiction where suchdistribution or use would be contrary tolocal law or regulation.

The information contained herein does not constitute: (i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or other advice; (iii) an offer,
recommendation orsolicitation to buy orsell sharesin any fund, security, commaodity, financial instrument or derivative linked to, or otherwise included
ina portfolio managed or advised by Redwheel; or (iv) an offer to enter into any other transaction whatsoever (each a Transaction). No representations
and/orwarrantiesare madethattheinformation contained hereiniseitherup todateand/oraccurateandis notintended to be used orrelied upon by any
counterparty, investor or any other third party. Redwheel bears no responsibility for your investment research and/or investment decisions and you
should consultyourown lawyer, accountant, taxadviser or other professional adviser before enteringinto any Transaction.
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Dear fellow shareholder,

Welcome to the sixth issue of Temple Bar’s quarterly newsletter. It’s been another
challenging quarter for investors globally, and domestic affairs were under the
spotlight as the period concluded. In thisissue’s feature article, portfolio manager
lan Lance, provides an alternative perspective on the volatility that followed
the UK’s mini-budget, and explores what it is all likely to mean for investors
going forward.

Alongside our feature article, we provide a link to a recently recorded video in which portfolio manager
Nick Purves provides an update on recent performance. We also provide some highlights from recent media
coverage and information on the current shape of the portfolio and its recent performance.

You are receiving this by post because you have previously indicated that you wish to receive correspondence
from Temple Bar in this way. We can, of course, continue to keep you informed by mail, but it would cost
less and save paper if we contacted you by email. Do let us know if you would like to switch to email
correspondence via one of the options outlined below. We would like to reassure that we will adhere
totherequirements of GDPR (general data protection regulation) and will not use your email address for
any other purpose.

« Directshareholders-ifyou have ashare certificate and hold your Temple Bar shares directly in yourown
name (as opposed to through a nominee account), you should contact Equiniti (you may do so either
through the Shareview website www.shareview.co.uk or alternatively by writing to Equiniti, Aspect House,
Spencer Road, Lancing, West Sussex BN99 6DA) to inform them of your preferences

« Platforminvestors - if you have invested in Temple Bar through a platform or financial intermediary,
please visit our website (https://www.templebarinvestments.co.uk/) and complete the registration
form to sign up for the quarterly newsletter

We remain open to your feedback on all matters relating to the trust. Please feel free to email us at
TempleBar@Redwheel.com or by any of the other means of contacting us that are detailed on our website.

Yours sincerely,

7

Arthur Copple
Chairman
Temple Bar Investment Trust Plc
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If you use mainstream media to keep
abreast of current affairs, you would be
forgiven for thinking that the UK is on the
verge of bankruptcy because the pound
is collapsing, interest rates are soaring,
and a brutal recession is now an absolute
certainty. For that seems to be the
judgement of publications such as The
Financial Times and The Economist as well
as the opinion of the BBC, Radio 4, LBC and
pretty much every other media outlet.
All have rushed to repeat comments from
‘experts’ such as the International
Monetary Fund (IMF), the Institute of Fiscal
Studies, Larry Summers and Janet Yellen
who have all described the UK as following
economic policies befitting an emerging
market. And all of the above are in total
agreement thatit is the fault of the new
Prime Minister, Liz Truss, new Chancellor
Kwasi Kwarteng and their mini-budget.

Temple Bar quarterly newsletter

Now, whilst one can question the timing and communication of
thei33speak as someone with adegree in Economics.

“There are two types of forecaster in economics.
Those who don’t know and those who don’t know
they don’t know.”
John Kenneth Galbraith

2. Giventhatmany of the bodies mentioned above completely failed
to predict the Global Financial Crisis and have spent the last
few years telling anyone who would listen that inflation was
transitory, why should we have such confidenceintheirforecasting
ability now?

3. Youshouldalwaysaskyourselfwhetherthose whoseadvice you are
seeking have avested interest. Many of the bodies mentioned above
have been advocates of the economic model that has now been
found wanting - ie cutting interest rates to zero, printing money to
fund deficitspending, inflatinghuge asset bubbles which generally
made therichricherand increased inequality before eventually
stoking inflation which hit the poorestin society the hardest.
Theyare hardly likely to embrace any economic policies that seek
toreversethisand have every incentive to find scapegoats for their
own failures.

4. ltisaconstantsource of wonderto me how the media collectively
electstoignoretheregularimproprieties of the ‘experts’itchooses
tocite.Larry Summers famously fought against the proposal that
derivatives should be regulated, only for the final report of the
Financial Crisis Inquiry Commission convened by Congressin 2009
to place the government’s failure to rein in these derivatives at
“the centre ofthe storm”.! The IMFitselfis hardly a paragon of virtue.
Former head, Christine Lagarde, was convicted several years ago for
negligence with public funds while she was France’s finance minister
inamajor fraud case. Rodrigo Rato, who served as IMF chief from
2004 t0 2007, wasimprisoned in Spain forembezzlementin 2018.
And thisis before we even mention thestring of allegations made
against Dominique Strauss-Kahn, who led the fund from 2007 to
2011 and was forced toresign as aresult of the scandals.

So, you will forgive me if | don’t hang off every word uttered by these
commentators, and | would be fascinated to know why mainstream
mediatreats them with such reverence.

Turningto the mini-budget, the oft-cited reason for the meltdown in the
Gilts market that followed it was ‘unfunded tax cuts’. However, a look at
thetiming of the various announcements calls that narrative into
question. The marketalready knew about the Energy Price Guarantee,
and the repeal of the announced hikes in corporation taxand national
insurance which collectively amounted to £92bn (and so did all the
institutions mentioned above who didn’t objectto them). So,we are
supposed to believe thatit wasjust the addition of the abolition of stamp
duty (costc. £1.5bn) and resumption of 40% top ratetax (cost c. £2bn)
that sentthe marketinto atailspin. Itis sometimes said that it was
“the last straw that broke the camel’s back”, but it does seem rather
incredulous to think that c. £3.5bn on top of c. £92bn of additional
borrowing would have such asignificant marketimpact.

! Final report of the National Commission on the causes of the financial
and economiccrisisin the United States, January 2011

The cost of stamp duty and top rate tax reduction was minor
compared to other policy announcements
Projected UK Fiscal Deficit 2022-23

Previous OBR forecast
2022-23

Energy Price Guarantee
Reversal of Nl etc.

Reversal of Corporation Tax

Basic Rate reduction

Top Rate reduction

Stamp Duty reduction

0.0% ‘ 1.0% ‘ 2.0% ‘ 3.0% ‘ 4.0%

Source. Institute of Fiscal Studies
The information shown above is for illustrative purposes. Past performance is not a guide to future returns.

The doom-mongering about the UK hasreached levelsrarely seen before, butthe
reality is not nearly as scary as the harbingers of doom would have you believe. The
UK hasthe second lowest ratio of debt to GDP of the G7 and headline inflation, while
elevated at9.9%, isbelow the eurozone average. The UKis not currently in recession
having grown by 0.2% during the three months to Juneand many believe that the
economy could narrowly escape fallinginto recession whilstunemploymentis at
a44-yearlow. You may also not have heard the good news on gas prices which have
plummeted inthe last few months. The spot price of wholesale gas in Europeiseven
lowerthan the December futures price and if it remains at today’s level, it will fall
below the strike level where the state subsidy kicks in. This would eliminate the
burden forthe Exchequer entirely (the largest line in the chart above).

So, what is the cause of all this market volatility?
Therealityisthatthe UK, as well as the US, Europe, and Japan have spent the last
decade carryingout a gigantic economic experiment which appears to have failed.
Interest rates have been kept at artificially low levels by central banks who also
printed money into existence in a mechanism known as quantitative easing.
The Fed's balance sheet has never been M Fedbalance sheet % of GDP
this size before
%
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Source: BofA Global Investment Strategy, Haver, Federal Reserve Board, Global Financial Data,
White House, 22 May 2022. The information shown above is forillustrative purposes. Past performance
is not a guide to future returns.

This stoked up bubblesin equities, bonds and housing but, for a while, did not
cause consumer price inflation. The pandemic changed all this when governments
ran massive fiscal deficits (again funded by central banks) which actually injected
money into the real economy. This, when combined with the supply shortages that
resulted from locking down the world economy for two years, eventually produced
the highestinflation for forty years.
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Source: Bloomberg 31 August 2022.
The information shown above is for illustrative purposes. Past performance is not a
guide to future returns.

Central banks, including the Bank of England, initially took no action
againstthisand spenttwo years assuring everyone that the inflation
was ‘transitory’ before eventually waking up to the fact that it wasn’t.
This has meant they are now having to make up for lost time by
slamming the brakes onthe economy in order to reduce the rate of
inflation. As aresult, the drivers of the assetbubbles (low interest rates
and money printing) werefirst paused and have now goneintoreverse,
thus deflating those bubbles.

This explains why bond yields are going up everywhere and why equity
markets are coming down everywhere. Thisis a global phenomenon
which we believe has very little to do with the fact that the Chancellor
sought to reduce top rate income tax from 45% to 40%.

Financial losses on US markets have been extreme in 2022
Drawdown in total market capitalisation of US equity & fixed income
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Source: Bloomberg, Gavekal Research, Macrobond.
The information shown above is for illustrative purposes. Past performance is not a
guide to future returns.

What does this all mean for the Trust?

Now you might at this stage be saying “that’s fascinating but what
doesitallmeanfor Temple Bar?”. The father of value investing, Benjamin
Graham,famously said “Inthe shortrun,the market is a voting machine
butinthelongrun,itisaweighing machine”.Whathe meant by thisis
that share prices will reflect market sentiment in the short run, which
means that they will tend to be low whenthe narrative is gloomy and
high when the prevailing sentiment is optimistic.

Right now, share prices are being impacted by the sort of narrative
described above, which understandably has created a sense of panic
with predictableimpacts. Fearingan economicdecline, manyinvestors

have stampeded out of anything remotely cyclical and into defensive stocks. This
has driven down the valuations of cyclical stocksto levels that arguably make no
sense unless the economy is never going to recover.

The chartbelow shows the gap between the valuation of cyclical and defensive
stocks over time. It also highlights the economicor political events that led to this
market dislocation. You will notice that the valuation gap is nearly as wide as it has
everbeen andthat, in all previous cases, investors were subsequently rewarded by
buying the cheap cyclicals, not the expensive defensives.

M CycvsDef(Avg % PremiumOn
N12M PE, PBV &PD)
+ Median

The valuation gap between cyclicaland
defensive stocks has rarely been this wide

60

40 MA ‘

A A !
. 1 ‘\” i

w2 1/ /

T
Asian 9/11 Great Chinese Global Russian
Financial Financial Economic Pandemic Invasion of

Crisis Slowdown Ukraine

-60

‘ 1995 ‘ 1998 ‘ 2001 ‘ 2004 ‘ 2007 ‘ 2010 ‘ 2013 ‘ 2016 ‘ 2019 2022

Source. Morgan Stanley
Theinformation shown aboveis forillustrative purposes. Past performance is not a guide to future returns.

Ratherthan formalong-termview of the valuation of many businesses quotedin the
stock market and taking advantage of the fact that the recent panic has created an
opportunityto buythem forless than they are potentially worth, it seems that many
areallowing price action to influence their own behaviour. The institutional
imperative,and a desire not to look too different from one’s competitors, seems to
be driving many investment decisions rather than a desire to take the best
course of action forunderlyinginvestors. Many asset allocators seem incapable
of stomachingany fluctuationsin acompany’s profitability or volatility in share
prices and therefore stability, which is much sought after, has become over-valued
whilstvolatility isundervalued.

Since we are not unduly concerned about variation in short-term profits nor share
pricevolatility, we regard this as a very attractive investment opportunity. Warren
Buffett has frequently stated that some of his most successfulinvestments started
during periods of heightened political oreconomicrisk as it was precisely that
uncertainty which provided him with an attractive entry point.

“We will continue to ignore political and economic forecasts which are an expensive
distraction formany investors and businessmen. Thirty years ago, no one could have
foreseen the huge expansion of the Vietnam War, wage and price controls, two oil
shocks, the resignation of a president, the dissolution of the Soviet Union, a one-day
drop inthe Dow of 508 points, or treasury bill yields fluctuating between 2.8% and
17.4%. But surprise: None of these blockbuster events made even the slightest dent in
Ben Graham’s investment principles. Nor did they render unsound the negotiated
purchases of fine businesses at sensible prices. Imagine the costto us, ifwe had leta
fearof unknowns cause us to defer or alter the deployment of capital. Indeed, we have
usually made our best purchases when apprehensions about some macro event were
atapeak. Fear is the foe of the faddiist, but the friend of the fundamentalist”

Source: Warren Buffett Letter to the Shareholders of Berkshire Hathaway Inc,
March7,1995.

We realise that this course of action is unlikely to be popularin the short term,and
thatarticulating an investment strategy of buying ‘wonderful businesses’ at any
priceis currently the easier route to asset raising, but the fact that we have always
been willing to go contrary to perceived wisdom has been one of the key reasons
behind our long-term returns. We see no reason why that should change now.

Historically, our best periods of performance have comein the aftermath of uncertainty

similarto that which we are seeing right now. This leaves us very confident about the

long-term outlook for Temple Bar from here, albeit the near-termis even more
inscrutable than usual.

lanLance,

Portfolio Manager

24/10/2022 13:14 ‘



